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INDEX

Accounting changes
Accounting for, 300
Disclosure, 88, 302–303

Accounting convergence, 24
Accounting function

Role, 8–9
Task, 7–8

Accounting method, change of, 667
Accounting policies disclosure, 88
Accounts payable, see Payables
Accounts receivable, see Receivable
Accounting estimate changes, 301
Accounting principle changes, 301
Accounting Principles Board, 20
Accounting Standards Executive

Committee, 23
Accredited investor, 515
Accretion, accounting for, 272
Accumulated earnings tax, 664
Acquisition

Accounting, 616–623
Disclosure, 90
Earnout, 604–605
Journal entries, 712–713
Payment methods, 607–608
Synergies, 599–600
Target evaluation, 579–595
Types, 608–615
Valuation, 595–608

Activity-based costing, 449, 465–467
Additional paid-in capital, 69
Advances, accounting for, 206
Alternative minimum tax, 664–665
American Stock Exchange, 638–639
Appraisal rights, 615
Area charts, 132
Asset impairment, disclosure of,

88–89
Asset retirement obligation, 194–195
Assistant controller job description,

14
Audit committee, 389–390
Available for sale securities, 144

Bad debt
Accounting, 184–185
Disclosure, 89

Balance sheet, 63–66, 70–72
Bank

Reconciliation journal entry, 714
Relations, 512–513
Secrecy Act, 59

Bankers’ acceptances, 539
Bankruptcy

Abuse Prevention and Consumer
Protection Act, 58–59

Alternatives, 660–661
Events, 653–659
Laws, 651–652
Participants, 652–653
Payment priorities, 653
Tax liabilities, 659–660

Bar charts, 131
Bar code scanning, 446
Barter

Revenue disclosure, 89
Tax impact, 665

Benchmark hedge ratio, 548
Benefits

Disclosure of, 107
Metrics, 763

Best practices
Accounts payable, 309–314
Collections, 314–317
Commissions, 317
Filing, 317–319
Financial statement, 319–321
Flowcharts, 329–332
General ledger, 321–322
Invoicing, 322–323
Management, 324–325
Payroll, 325–329

Bilateral netting, 551
Bill and hold

Disclosure, 89–90
Journal entries, 714
Transactions, 261
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Bill of materials, 162, 761
Billing controls, 405
Black-Scholes model, 252
Bonds, see Debt
Bonus

Accounting, 207
Tax treatment of, 665–666

Borrowing base, 512
Book value method, 230
Breakeven analysis, 482–483, 761
Bridge loan, 521
Bubble charts, 131
Budget

Capital, 341, 353, 358–364
Cash, 341–342
Controls, 369–371
Facilities, 340–341, 352–353
Financing, 342, 354–355
Flex, 357–358
General and administrative, 340,

350–351
Labor, 338, 345–346
Marketing, 340, 350
Overhead, 339, 347
Process, 364–369
Production, 344
Purchasing, 338, 344–345
Research, 352–354
Revenue, 343
Sales department, 339, 348–349
Staffing, 340, 351–352
System, 334–342

Business combinations, see Acquisition
Business cycle forecasting, 488–489
Buyout, leveraged, 623–624
By-product costing, 449, 469–474

Call
Option, 221
Provision, 221

Callable obligations disclosure, 90
Capital budget, 341, 353–355, 358–364
Capital lease, 277–278
Capital stock, 239–240
Capital structure disclosure, 90–91
Capitalization limit, 187–188
Cash

Accounting, 143–144
Budget, 341–342

Concentration, 533–535
Controls, 405–409, 417–419, 530–533
Definition, 66
Forecasting, 524–529
Method of accounting, 666–667
Metrics, 762, 765
Pooling, 535
Reports, 125–126
Restrictions disclosure, 91
Sweeping, 536–538

Cash flow hedge
Accounting, 233–234
Disclosure, 96

Certificate of deposit, 540
Changes in accounting estimates and

principles, 77–78, 299
Chart of accounts, 704–709
Chief financial officer job description, 13
Claims administration, 573–574
Closing the books, see Fast close
Club dues, 668
Collateral disclosure, 92
Collection method, 266
Collection

Acceleration, 514
Best practices, 314–317, 331
Job description, 15
Metrics, 762
Techniques, 507–509

Collective bargaining agreements
disclosure, 92

Commercial paper, 540
Commissions, accounting for, 207
Commitments disclosure, 92–93, 108
Committee on Accounting Procedure,

19–20
Compensating balances disclosure, 93
Compensation

Accounting, 255–256
Deferred, 668–670
Disclosure of, 112

Completed contract method, 264
Completed performance method, 266
Compound interest tables, 753–756
Consignment revenue

Disclosure, 93
Tax impact, 668

Consolidated Omnibus Budget
Reconciliation Act, 52
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Consolidation method, 622–623
Construction

Contract revenue, 264–266
In progress, 195–196
Journal entries, 736

Constructive receipt, 666
Consumer Credit Protection Act, 51
Container sizes, 161
Contingency accounting, 210–211
Contingent liabilities disclosure, 94
Continuity of business enterprise, 610
Continuity of interest, 609
Contract Work Hours and Safety

Standards Act, 56
Control premium, 599
Controller job description, 13
Controls

Accounts payable, 402–405
Billing, 405
Budget, 369–371
Cash receipts, 405–409
Closing, 413–417
Elimination, 441–442
Key, 417–441
Inventory, 398–402
Need for, 392–393
Order entry and credit, 395–398
Payroll, 409–413

Convertible preferred stock, 240–241
Correction of errors, accounting for,

302–303
Cost accounting

Job description, 15
Purpose of, 443–444
Variances, 474–477

Cost of capital, 478–482
Cost of goods sold

Budget, 348
Controls, 435–437
Presentation, 75–76
Reports, 122–123

Cost recovery method, 260–261
Cost-to-cost method, 265
Counterparty limits, 223
Credit

Controls, 395–398
Examination, 504–507
Types of, 501–503

Credit manager job description, 15

Currency
Futures, 553–554
Options, 554–555
Swaps, 555–556

Current rate translation method,
133–135

Current Tax Payment Act, 54
Customer

Disclosure of, 95
Margin analysis, 124

Data collection systems, 444–447
Davis-Bacon Act, 56–57
Debt

Attached rights, 227
Controls, 430–431
Convertible, 230–232
Definition, 68
Disclosure, 105, 109
Extinguishment, 228–229
Financing source, 520–521
Investments in, 147–148
Issuance costs, 226–227
Issued with warrants, 232–233
Journal entries, 716–720, 738–739
Metrics, 762
Overview, 212–213
Premiums and discounts, 223–225
Scheduled retirement, 230

Deferred compensation, 668–670
Defined benefit plan, 689
Defined contribution plan, 688–689
Deposits disclosure, 91
Depreciation

Base, 197
Double-declining balance, 198–199
MACRS, 670–673
Straight-line, 198
Sum of the years digits, 199
Units of production, 199–200

Derivatives disclosure, 95–96
Diluted earnings per share, 76, 287
Direct costing, 448, 460–462
Direct financing lease, 282–284
Disclosure, see Footnotes
Discontinued operations, 78, 96
Discounted cash flow model,

600–604
Distributions, 673
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Dividend
Accounting, 244–245
Disclosure, 97
Journal entries, 721–723
Metrics, 762–763

Dollar value LIFO valuation, 171–173
Double declining balance depreciation,

198–199
Due diligence checklist, 767–774
Early payment discounts, 183, 503–504
Earnings credit strategy, 542
Earnings per share

Disclosure, 97, 291
Reporting, 76–77

Earnout, 604–605
Economic development authority loan,

521
Economic value added, 763
EDGAR, 31–32, 390
Education savings account, 690
Effective interest method, 225–226,

723
Emerging Issues Task Force, 21
Employee Retirement Income Security

Act, 53
Employee

Advances, controls over, 424–425
Stock ownership plan, 97–98, 248–250,

688, 723–724
Terminations, 208
Tradeoffs, 515

Employment contract liabilities
disclosure, 98

Employment eligibility laws, 50
Equal Pay Act, 57
Equity

Controls, 431–433
Raising, 515–516

Equity method
Accounting for, 150–152, 620–622
Disclosure, 108, 109

Error correction
Accounting for, 302–303
Disclosure of, 98

Estimated taxes, 674
Ethics, 10–12, 48–50
Expense reimbursements, accounting for,

269
Extraordinary items, 78–79

Facilities budget, 340–341, 352–353
Family and Medical Leave Act, 52–53
Fair Labor Standards Act, 57
Fair value hedge

Accounting, 233
Disclosure, 95–96

Fast Close
Checklist, 380–381
Controls, 413–417
For a public company, 385–390
Improvements, 374–380
Instantaneous close, 381–385

Federal Insurance Contributions Act, 54
Federal Unemployment Tax Act, 54–55
Field warehouse financing, 516–517
Filing best practices, 317–319
Financing alternatives, 511–523
Financial Accounting Foundation, 20
Financial Accounting Standards Board,

20–22
Financial statement

Best practices, 319–321
Closing, see Fast close

First-in, first-out valuation, 168–170
Fixed asset

Accounting, 188–193
Capitalization limit, 187–188
Controls, 425–426
Definition, 67
Disposition, 193–195
Donations, 195
Interest capitalization, 193
Journal entries, 726–728
Metrics, 763

Flash report, 120
Flex budget, 357–358
Floor planning, 517
Footnotes, 87–117
Forecasting, business cycle, 488–489
Foreign Corrupt Practices Act, 48–49
Foreign currency

Controls, 440, 563–564
Investment hedge accounting, 560–563
Journal entries, 728–729
Netting, 551
Translation, 133–140
Treatment in the statement of cash

flows, 84
Foreign earned income, 676
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Foreign exchange
Contract accounting, 559–560
Controls, 563–564
Hedging, 548–557
Policies, 564–565
Risk, 547
Terminology, 546–547

Forward exchange contracts, 551–553
Forward rate agreement, 214–217
Fraud, types of, 393–395
Future amount of ordinary annuity, 758,

759

Gain contingencies, disclosure of, 98–99
Garnishment laws, 51–52
General and administrative budget, 340
General ledger

Accountant job description, 16
Best practices, 321–322

Geographic risk disclosure, 99
Gifts, 676
Going private, 646–650
Going public, see Initial public offering
Goods in transit, 163–164
Goodwill

Definition, 67
Disclosure, 99
Journal entries, 712–713
Tax impact, 677

Government Accounting Standards Board,
22–23

Gross vs. net debate, 262–263
Guarantees, disclosure of, 106

Health insurance laws, 52–53
Health Insurance Portability and

Accountability Act, 53
Heavenly parachute, 697
Hedging

Accounting for, 557–563
Controls, 439–440
Proxy, 556–557
Strategies, 548–557

Held to maturity investments, 145

If-converted method, 290–291
Illegal immigration Reform and

Immigrant Responsibility Act, 50
Immigration Reform and Control Act, 50

Impairment
Accounting for, 200–201
Disclosure, 88–89

Imputed interest method, 678
Incentive stock options, 695
Income statement, 73–75
Individual retirement arrangement,

690–692
Industry risk disclosure, 100
Initial public offering

Cost of, 628
Preparation for, 628–630
Reasons for and against, 625–627
Registration, 633–635
Underwriter, 630–633

Initiation fees, 269
Installment method, 269–270
Installment sales

Accounting, 260, 678–679
Disclosure, 101

Instantaneous close, 381–385
Insurance

Claims administration, 573–574
Companies, types of, 572–573
Record keeping, 574–575

Intangible asset
Accounting, 201–203
Disclosure, 101
Journal entries, 729–730

Intercompany exchange rates, 140
Interest rate

Cap option, 219
Futures, 217–218
Swap, 218–220, 234–236

Interest risk
Accounting for, 233–237
Management, 214–223

Interest tables, 753–759
Interim reporting, 295
International Accounting Standards

Board, 23–24
International Anti-Bribery and Fair

Competition Act, 49
Inventory

Accounting for, 164–166
Controls, 398–402, 421–424
Definition, 67
Disclosure, 101
Disposition, 163
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Inventory (Continued)
Journal entries, 730–732
Metrics, 764, 766
Physical, 157–159
Reduction, 517–518
Storage, 160–161
Tax impact, 679–681
Tracking systems, 154–156
Types, 154

Investment Advisors Act of 1940,
35

Investment Company Act of 1940,
34–35

Investment
Accounting, 144–146
Controls, 419–420
Criteria, 539
Definition, 67
Gains and losses, 148–149
Journal entries, 720–721, 724–726,

732–734, 737–738
Reporting disclosure, 91, 100, 101–103,

106–107, 110
Strategies, 542–544
Types, 539–542

Investor relations officer job description,
14

Invoicing best practices, 322–323

Job costing, 447–448, 450–454
Job descriptions, 13–16
Joint product costing, 449, 469–474
Journal entries, 710–752
Just-in-time flow, 161–162

Knockout cap, 219

Labor
Budget, 338–339, 346
Metrics, 764

Laddering strategy, 542–543
Land accounting for, 196
Last-in, first-out valuation, 170–171
Lattice model, 252–253
Leasehold improvements, accounting for,

196–197
Lease

Accounting, 277–284
Disclosure, 103–104

Financing, 518–519
Journal entries, 734–736

Legal capital, 239–240
Letter of credit, 502
Leveraged buyout, 623–624
Liability

Controls, 427–430
Definition, 67–68
Journal entries, 714–716

Life insurance
Disclosure, 104
Tax impact, 681

Like-kind exchanges, 682
Limited liability company, 685
Line of credit, 519
Link chain method, 174–175
Liquidation value method, 598
Liquidity metrics, 765
Litigation disclosure, 104–105
Loans, see Debt
Losses, tax impact of, 682–683
Lower of cost or market rule, 166–167

Management best practices, 324–325
Margin reports, 121–124
Mark to market, 218
Market value method, 230–231
Marketing budget, 340, 350
Matching strategy, 542
Materiality, 46–47
McNamara-O’Hara Service Contract Act,

57–58
Merger, see Acquisition
Metrics

Report, 119
Types of, 760–766

Money market fund, 540
Money purchase plan, 688
Multilateral netting, 551
Municipal bonds, 213

NASDAQ, 640–641
Netting arrangements, 551
New York Stock Exchange, 641–642
Nexus, 683–684, 693
Non-accrual experience method, 694
Nonqualified retirement plan, 689–690
Nonqualified stock options, 695, 696
Notional pooling, 535, 538–539
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OpenIPO offering, 635–636
Operating lease, 277
Options, see Stock options
Order entry controls, 395–398
Organization expenses, tax treatment of,

684
Other comprehensive income, 79
Overhead

Allocated to inventory, 166
Budget, 339, 346–347

Par value disclosure, 107
Partnership taxation, 684–686
Passive activity losses, 686–687
Payables

Best practices, 309–314, 330
Controls, 402–405, 426–427
Disclosure, 206
Job description, 15
Metrics, 760
Payment delay, 513–514
Transaction flow, 204–206

Payroll
Best practices, 325–329, 332
Controls, 409, 438–439
Job description, 16
Reports, 126–129

Pension
Journal entries, 741–742
Laws, 53–54

Percentage of completion method,
264

Periodic inventory system, 164
Perpetual inventory system, 164
Personal Responsibility and Work

Opportunity Reconciliation
Act, 51

Physical inventory, 157–159
Physical sweeping, 535, 536–538
Pie chart format, 129–131
Piggyback rights, 515
Policies

Disclosure, 88, 109–110
Foreign exchange hedge, 564–565
Recordkeeping, 491–495
Risk management, 567–568

Preferred stock, see Stock, preferred
Prepaid expenses

Accounting for, 144

Controls over, 424
Definition, 66–67

Present value of ordinary annuity, 757,
759

Price-earnings ratio, 765
Prior period adjustments, 79–80, 107
Private investment in public equity,

522–523
Process costing, 448, 454–457
Product analysis, 162–163, 484–487
Production budget, 343–344
Profit sharing plan, 689
Property taxes

Accounting for, 208–209
Overview, 687

Proportional performance method, 267
Proxy hedging, 556
Public Company Accounting Oversight

Board, 22
Public Utility Holding Company Act,

33–34
Purchase obligation disclosure, 93–94
Purchasing budget, 338, 344–346
Push-down accounting, 624

Qualified retirement plan, 687–689

Rabbi trust, 669–670
Racketeer Influenced and Corrupt

Organizations Act, 55
Ratios, 760–766
Receivable

Collateral and assignments, 181
Controls, 420–421
Definition, 66, 180
Disclosure, 183–184
Factoring, 182
Journal entries, 742–744
Metrics, 760
Ownership decision, 185–186

Records management, 490–498, 566,
574–575

Regulation A, 515–516
Regulation FD, 35
Regulation M-A, 36
Regulation S-K, 36–37
Regulation S-T, 37–38
Regulation S-X, 38–44
Remeasurement method, 135–137
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Replacement value method, 599
Reports

Cash, 125–126
Flash, 120
Layouts of, 129–132
Margin, 121–124
Metrics, 119
Payroll, 126–129
Sales and expense, 126

Repurchase agreement, 540
Research and development, 273–276,

352–353
Retained earnings, 69, 242–243
Retirement plans, 687–692
Revenue

Budget, 343
Controls, 433–435
Journal entries, 744–746

Revenue recognition
At gross or net, 262–263
Concepts, 259–260
Disclosure, 95, 109–110
For construction contracts, 264–266
For services, 266–267

Reverse triangular merger, 614
Right of return, 271–272
Risk

Analysis, 487–488
Disclosure, 112
Foreign exchange, 546
Management policies, 567–568
Management procedures, 569–572
Manager job description, 568–569
Management report, 575–576
Reduction, 544–545

Roth IRA, 691
Royalties

Accounting for, 209
Disclosure, 110

Rule 13e-3
Rule 145, 644–645

“S” corporation, 692
Safety stock, 159–160
Sale-leaseback transactions, 285–286,

523, 748
Sales department budget, 339, 348–349
Sales return allowance

Disclosure, 111

Overview, 182–183
Tax treatment, 694

Sales tax, 693–694
Sales-type lease, 280–282
Sarbanes-Oxley Act, 49–50
Savings incentive match plan for

employees, 691
Scattergraphs, 131
SEC filings, 385–389
Secular trust, 670
Securities Act of 1933, 32
Securities Exchange Act of 1934,

32–33
Securities and Exchange Commission

Forms, 47
Overview, 26–31

Segment
Aggregation 292–293
Disclosure, 111, 291, 293–294

Self-Employment Contributions Act, 55
Self-insurance, 572–573
Serial bonds, 213
Simple interest table, 753
Simplified employee pension, 691–692
Small corporate offering registration,

636–637
Social Security Act, 55
Social security tax, 694–695
Specific charge-off method, 694
Specific inventory identification method,

169
Specific performance method, 267
Spin-off transactions, 624
Staff accounting bulletins, 44–46
Staffing budget, 340, 351–352
Standard costing, 448, 457–460
Statement of cash flows, 81–84
Stock

Appreciation rights, 248, 695,
748

Convertible, 240–241
Disclosures, 112–115
Journal entries, 746–748
Options, 112–114, 251–258, 695–697,

740–741
Preferred, 523
Repurchases, 114
Sale, 114
Splits, 114, 241–242
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Subscriptions, 114, 242, 749
Treasury, see Treasury stock

Stock exchange
American, 638–639
Comparison, 642–644
Listing process, 637–638
NASDAQ, 640–641
New York, 641–642

Stockholders’ equity, definition of, 68–69
Straight-line depreciation, 198
Sublease accounting, 285
Subsequent events, 115
Sum of the years digits depreciation, 199
SUTA Dumping Prevention Act, 55
Swaption, 223
Sweeping, see Cash, sweeping
Synergy analysis, 599–600
Synthetic lease, 518–519

Target costing, 449, 467–469
Tax

Accountant job description, 16
Accumulated earnings, 664
Alternative minimum, 664–665
Disclosure, 100, 115–116
Effects on investment valuations,

149–150
Estimated, 674
Impact of bankruptcy on, 659–660
Journal entries, 749–750
Laws, 54–55
Property, 208–209, 687
Rate, corporate, 697
Records, 495–498
Reporting, 674–676
Sales and use, 693–694
Strategy, 663
Unemployment, 702–703
Year, 667–668, 697–700

Throughput accounting, 448–449,
462–465

Time clocks, 446
Trading securities, 145

Tranched cash flow strategy, 543
Transfer pricing, 700–702
Travel controls, 437–438
Treasurer job description, 13
Treasury stock, 69, 245–247, 750–752
Treasury stock method, 288
Trend lines, 131
Triangular merger, 614
Trust Indenture Act, 34

Underwriter, 630–633
Unemployment taxes, 702–703
Uniform Interstate Family Support Act,

51–52
Uniformed Services Employment and

Reemployment Rights Act, 53–54
Unilateral netting, 551
Units of production depreciation,

199–200
Unprofitable product analysis, 484–487
Use tax, 693–694

Valuation of acquisitions, 595–608
Variance analysis, 474–477

Wage
Laws, 56–58
Liability, 209

Walsh-Healey Public Contracts
Act, 58

Warrants
Accounting for, 243, 752
Disclosure of, 116–117
Issued with debt, 232–233

Warranty
Claims, 209–210
Expense, 703

Weighted-average inventory valuation,
175–176

Working capital metrics, 766

Zero-balance account, 536
Zero-coupon bonds, 213
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